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INTERNATIONAL STABILIZATION 


ITHIN the last fortnight three important 
pronouncements in favor of international 
currency stabilization have issued from Basle, 
Washington and London. On May 13 Leon Fraser, 
retiring American president of the Bank for In- 
ternational Settlements, concluded in his annual 
report that “no fundamental durable recovery can 
be hoped for unless and until a general stabiliza- 
tion at least of the leading currencies has been 
brought about.” The same day the American 
Secretary of the Treasury, Henry Morgenthau, 
Jr., asserted in a spirited defense of the Admin- 
istration’s monetary policy that the United States 
would not prove an obstacle whenever the world 
was ready to seek foreign exchange stabilization. 
Finally, on May 16, Neville Chamberlain, British 
Chancellor of the Exchequer, reiterated that 
“stabilization is one of our ultimate objectives.” 
Notwithstanding these declarations, there seems 
to be no immediate likelihood of a general return 
to an international monetary standard. Mr. Mor- 
genthau apparently left the initiative to the Brit- 
ish and the latter, as Mr. Chamberlain indicated, 
are unwilling to take any steps until there ap- 
pears “some prospect of stability of conditions 
after stabilization has been effected.” 


Inflation in the United States? 


One of the greatest obstacles to stabilization is 
the prevailing uncertainty about the future of the 
dollar. Although the Administration has appar- 
ently abandoned its experiments with a “com- 
modity dollar” of fluctuating gold content, the 
possibility of inflation has been increased by re- 
cent developments. The large margin by which 
Congress passed the Patman bill providing for 
payment of the bonus with greenbacks attests 
to the strength of inflationary sentiment in Wash- 
ington. The rapid growth in the national govern- 
ment debt from a total of $19,487,000,000 at the 
end of June 1932 to $28,817,000,000 in March 


1935 has aroused considerable alarm among con- 
servatives. Unless the $4,800,000,000 work relief 
fund now being disbursed succeeds in lifting this 
country out of the depression, the pressure for 
outright inflation as relief from the burden of 
debt might well become irresistible. The proposed 
Banking Act of 1935, now pending before the 
Senate, is also regarded as an instrument of in- 
flation by conservative financial experts. By cen- 
tralizing control over open market operations in 
the Federal Reserve Board the Act would, accord- 
ing to these critics, enable the government to com- 
pel the Federal Reserve Banks to buy government 
securities and thus finance any deficit it might 
incur. As long as there is a possibility that costs 
and prices will rise rapidly in the United States 
under the stimulus of inflationary measures, the 
determination and maintenance of fixed ratios 
between the American dollar and foreign cur- 
rencies will remain difficult of achievement. 


Before the international gold standard is re- 
established there must be some assurance that 
countries are willing to abandon a substantial 
part of the present restrictions on world trade 
and to conduct their economic policies in such a 
manner that gold will only be used to settle tem- 
porary disequilibria in the international balance 
of payments. As a result of the almost universal 
depreciation of currencies and increased produc- 
tion of gold, the value of the world’s monetary 
gold stocks is quite adequate for a return to the 
gold standard. The supply, however, still re- 
mains unequally distributed. The United States, 
for example, has increased its share from 34 per 
cent at the end of 1932 to about 38 per cent at 
present. An increase of $250,000,000 in the 
merchandise export surplus, the repatriation of 
American funds from abroad and an influx of 
foreign funds upon the devaluation of the dollar 
brought about a net importation of $1,134,000,000 
in gold during 1934. If, therefore, international 


monetary stability is to be restored, the United 
States must either resume lending abroad or 
prosecute vigorously its trade policy in such a 
way as to produce a substantial rise in imports. 


The United States and Great Britain seem un- 
willing to stabilize without some assurance as to 
the policies which the gold bloc countries will 
pursue. At present the governments of France, 
Switzerland and The Netherlands still persist in 
their determination to cling to the gold standard 
at existing parities, and if they manage to remain 
in power they may yet succeed in lowering do- 
mestic price levels sufficiently to make devaluation 
unnecessary. Each of these countries, however, 
is being subjected to pressure both from within 
and without. For the moment the attack has 
shifted from the guilder and the Swiss franc to 
the French franc, and capital is fleeing France. 
The next month may reveal whether the gold bloc 
countries are able to overcome the mounting oppo- 
sition to deflation at home and attacks on their 
currencies from abroad. JOHN C. DEWILDE 


Reaction in Cuba 


On May 8 the Mendieta-Batista régime elim- 
inated its most dangerous enemy by the killing of 
Dr. Antonio Guiteras in a battle near Matanzas. 
Dr. Guiteras, the youngest and most dynamic 
member of the Grau auténtico cabinet, later sep- 
arated from that party to organize “Young Cuba,” 
a movement with strong nationalist and socialist 
tendencies. During recent months he had been 
in hiding, accused not only of plotting revolt but 
also of complicity in the kidnapping of Eutimio 
Falla Bonet, member of a prominent pro-Machado 
family, for whose release the record sum of $300,- 
000 was paid. 


The summary court-martial of twelve of Gui- 
teras’ followers captured in the Matanzas struggle 
is set for May 23. It is reported that the govern- 
ment will demand the death penalty for the entire 
group, which includes two women. Secretary of 
Interior Maximiliano Smith has declared: “The 
two women prisoners who had the courage to 
combat the army should have the courage to die 
before a firing squad.” Under the present gov- 
ernment, for the first time in the history of the 
Cuban Republic, civilians have been executed by 
military firing squads. 

The government vigorously crushed the general 
strike of March 1935 which, it was feared, threat- 
ened to plunge the island in chaos. Its victory, 
hailed by conservatives as assuring order and 
progress, was achieved only after a dozen per- 
sons had been killed, scores injured and some 800 
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jailed on suspicion; other hundreds were forced 
into exile. All participating labor unions were 
dissolved. The treasured autonomy of the Na. 
tional University was rescinded; all other schools 
in the island, save primary institutions, have been 
closed, and all opposition newspapers forced to 
suspend. 


President Mendieta has triumphed over his op- 
ponents and temporarily stamped out terrorism 
only at the cost of increased dependence on 
Colonel Batista and the army. Military gov- 
ernors have been placed over all the provinces 
and military supervisors over each district. The 
authorities thoroughly “purged” government of- 
fices and the primary schools of all strike sympa- 
thizers, who were replaced in many cases by rela- 
tives and friends of army members. In addition 
to the 23,000 armed men whom Batista controls— 
14,000 soldiers, 3,000 sailors and marines, 3,000 
Havana police and 3,000 interior police—he has 
formed a military reserve in which he aspires to 
incorporate all public employees. 


On April 30 four right-wing parties, including 
the Liberals of former President Machado, agreed 
with the government to hold elections for a con- 
stitutional congress under a modified form of the 
1901 Constitution. The date, set for November 1, 
was subsequently postponed to the last half 
of December. The “revolutionary” parties—the 
ABC, Grau auténticos, Young Cuba—were notice- 
ably absent from the agreement, many of their 
leaders having fled the country. 


Largely as the result of United States sugar and 
commercial policy toward Cuba, the present ré- 
gime is favored by returning prosperity. Sugar, 
at more than 214 cents per pound in the New York 
market, has reached its highest price in almost 
seven years. Government revenues for the first 
seven months of the fiscal year were reported 44 
per cent over collections for the same period in the 
preceding year. The new prosperity, by raising 
land values and strengthening conservative inter- 
ests, has buttressed the old economic system and 
balked hopes of reform. 


Present dictatorial trends in the island have 
apparently not affected Washington’s strong sup- 
port of the Mendieta-Batista régime. Ambassa- 
dor Caffery is reported to have praised the gov- 
ernment’s handling of the general strike. On 
May 13 Dr. Guillermo Patterson, Cuban Ambassa- 
dor to Washington, announced that the American 
government was “delighted with the present 
political and economic situation in our nation.” 

CHARLES A. THOMSON 
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